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SUMMARY ORDER TO CEASE AND DESIST
AND ORDER TO PRODUCE

WHEREAS the Maryland Department of Labor, Liéensing and Regulation, Office of
the Commissioner of Financial Regulation (“OCFR”), undertook an investigation into the
business activities of East Side Lenders, LLC a/k/a East Side Lenders, a/k/a Fastside Lenders
(“East Side Lenders”) (the “Respondént”); and

'WHEREAS? as a result of that investigation, the Commissioner of Financial
Regulation (the “Commissioner”) finds grounds to allege that Respondent has violated
Commercial Law Article (“CL”), Title 12, Subtitle 3, Annotated Code of Maryland, and
Fmancial Institutions Aiﬁcle (“F17), Title II; Subtitle 2, Annotated Code of Maryland
(collectively the “Maryland Consumer Loan Law,” or “MCLL™); and the Commissioner finds
that action under_FI §§ 2-115(a) and 11-215(b) is appropriate.

‘ NOW, THEREFORE, the Commussioner has determined, for the reasons set forth
below, that Respondent’s business activities cons?itute asurious and ﬁnﬁcensed consuiner
lending in violation of Maryland law, and that it is in the public interest that Respondent

pmmediately Cease and Desist from making any further loans to Maryland consumers, and



“from collecting, directly or indirectly through third party collection agencies or law firms, on
any loans previously made to Maryland consumers:

L. FI §§ 2-115(z) and (b) set forth the Conumissioner’s authority to issue
summary cease and desist ordeﬁ's, and tfo take additional actions for violaﬁons of laws,
" regulations, rules, and orders over which the Commissioner has jurisdiction, in addition to
taking any other action permitfed by law, and subject to a hearing or waiver of hearing,
providing as follows:

(a) Summary cease and desist orders.- When the Commissioner
determines that a person has engaged in an act or practice
constituting a violation of a law, regulation, rule or order over
which the Commissioner has jurisdiction, and that immediate
action against the person is in the publc interest, the
Commussioner may in the Commissioner's discretion issue,
without a prior hearing, a summary order directing the person to
cease and desist from engaging in the activity, provided that the
summary cease and desist order gives the person:

(1) Notice of the opportunity for a hearing before the
Commissioner to determine whether the summary cease and
desist order should be vacated, modified, or entered as final; and
(2) Notice that the summary cease and desist order will be
entered as final if the person does not request a hearing within
15 days of receipt of the summary cease and desist order.

(b)  Other authorized actions for violations.- When the
Comunissioner determines after notice and a hearing, unless the
right to notice and a hearing is waived, that a person has
engaged In an act or practice constituting a violation of a law,
regulation, rule or order over which the Commissioner has
jurisdiction, the Commissioner may in the Commissioner's
discretion and in addition to taking any other action anthorized
by law:

(1) Issue a final cease and desist order against the person;

{2) Suspend or revoke the license of the person;

(3) Issune a penalty order against the person imposing a civil
penalty up to the maximum amount of §1,000 for a first
violation and a maximum amount of $5,000 for each subsequent
violation; or

(4) Take any combination of the actions specified in this
subsection.



~

2. FI §§ 2-114(a) and (b) set forth the Commissioner’s general éuthority to order
the production of information, as well as documents and records, while investigating potential
violations of laws, regulations, rules, and orders over which the Commissioner has
jurisdiction — which is in addition to the Commissioner’s specific investigatory authority set
forth in various other Maryland statutes and regulations. Thus, for example, FI § 2-114(a)(2)
provides that the Commissioner may “[rlequire ... a person to file a statement in writing,
under cath or otherwise as the Commissioner determines, as to all the facts and circumstances
concerning the matter to be investigated.” Further, pursuant to FI § 2-114(b), “the
Commissioner or an officer desi gnated by the Commissioner may,” among other things, “take
evidence, and require the production of books, papers, correspondence, memoranda, and
agreements, or other documents or records which the Conimissioner considérs relevant or
maferial to the inquiry.”

3. In the present matter, OCFR began an investigation into the business activities
of Respondent as a result of multiple consumer complaints. Pursuant to OCFR’s preliminary
inquiry into thése complaints, OCFR developed reasonable grounds to believe that
Respondent eﬁgaged in unlicensed and predatory business practices in violation of various
provisions of Maryland Law, including, but not limited to, violating the Maryland Consumer
Loan Law. The legal and factual bases for these d.etemﬁnatiéns are described below.

4, Pursuant to FI § 11-204, “[u]nless a person is licensed by the Commuissioner,
the person may not: (1) [mlake a loan; or (2) [1]n any way use any advantége provided by the
Maryland Consumer Loan Law.”

3. Pursuant to CL § 12-302, a “person may not engags in the business of making

loans under this subtitle unless the person is licensed under or is exempt from the licensing



requirements of Title 11, Subtitle 2 of the Financial Institutions Article, Annotated Code of
Maryland, known as the Maryland Consumer Loan Law — Licensing Provisions.”

6. Pursuant to CL § 12-301(c), a “lender” “means a person who makes a loan
under [Title 12,‘ Subtitle 3 of the Commercial Law Articiel.”

7. Pursuant to CL § 12-301(e), a “loan” “means any loan or advance of money or
credit made under {Title 12, Subtitle 3 of the Commercial Law Article}”'

8. Pursuant to CL § 12-303, “[a] lender may not make a loan under this subtitle
unless the loan is in an original amount or value which does not exceed $6,000.”

9. CL § 12-306 specifies the maximum interest rates which a lender is permitted
to charge on a loan under Title 12, Subtitle 3 of the Commercial Law Article.

().  Section 12-306(a)(6)(1) provides as follows: “For any loan with an
original principal balance of $2,000 or less, 2.75 percent interest per month on that part of the
unpaid balance not more than $1,000 and 2 percent inferest per rfzonth on that part of the
unpaid principal balance that is more than $1,000.” This section, thereférc, permits a lender
to charge a maximum annual interest rafe of 33 percent interest on unpaid principal balances
zip to $1,000, and 24 percent on unpaid principal balances over $1 ,dOO.

(b).  Section 12-306(a}6)(ii} provides: “For any loan with an original
principal balance of more than $2,000, the maximum rate of interest is 2 percent per month on
the unpaid principal balance of the loan,” This section only permiﬁ a lender to charge a
maximum annual terest rate of 24 percent on the unpaid principal balance of the loan.

10. Interest on unpaid loan balances, refinanced loans, and computation of interest

are discussed in CL §§ 12-306(b) through (d}, respectively, which state the following:



11.
not exceeding $15 if payment is made with a check that is dishonored on the second
presentment.”

12.
including, but not limited to, the duty fo provide a statement containing specific language and
provisions at the time the loan is made (CL § 12-308(a)), the duty to provide receipts for
payments (CL § 12-308(b}), the obligation to permit prepayment of the loan, in full or in part,
without penalty (CL § 12-308(c)), the duty to provide specific documents after full repayment

of the loan (CL § 12-308(d)), and the duty to provide a written statement of the account upon

(b) Interest on balance unpaid ajfter original maturity date —

If any principal balance remains unpaid 6 months after the loan
matures as originally scheduled or deferred, the lender may not
contract for, charge, or receive imterest at a rate exceeding 6
percent simple interest per annum on the actual unpaid principal
balances from time to time.

(c) Refinanced loan. — If the lender refinances a loan in the
ordinary course of business, he may not add to the principal
balance or deduct from the proceeds of the new loan more than
60 days’ interest then due.

(d) Computation of interest. — , _
(1) The lender shall compute interest on the actual unpaid
principal balances outstanding from fime to tume, and ke may
not contract for, charge, or receive interest in advance or
compounded interest. '

(2) For each day on which an unpaid principal balance is
outstanding, the lender may charge on that unpaid balance
1/30th of the interest permitted under this subtit]e to be charged
for 1 month.

* % 3k

CL § 12-307(b) provides that, “[a] lender may collect from the borrower a fee

CL § 12-308 sets forth various duties that lenders have towards borrowers,

1'eqﬁest from the borrower (CL § 12-308(e)).



13. Pursuant to CL § 12-313(2)(1), a lender may not “[d]irectly or indirectly
contract for, | charge, or receive any interest, discount, fee, fine, commission, charge,
brokerage, or other consideration in excess of that permitted by this subtitle.”

14, CL § 12-314 provides, in relevant part, as follows:

" (a) Prohibited. — A person may not lend $6,000 or less if the
person directly or indirectly contracts for, charges, or receives a
greater rate of interest, charge, discount, or other consideration
than that authorized by the laws of this State.

(b) Loans unenforceable; exceptions. —

(1)} A loan made in the amount of $6,000 or less, whether or not
the loan is or purports to be made under this subtitle, is
unenforgeable if a rate of interest, charge, discount or other
consideration greater than that authorized by the laws of this
State is contracted for by any person unless the excess rate
contracted for is the result of a clerical error or mistake and the
person corrects the error or mistake before any payment is
received under the loan.

(2) The person who 1s neither a licensee nor exempt from
licensing may not receive or retain any principal, inferest, or
other compensation with respect to any loan that is
unenforceable under this subsection.

L )

(¢) Transactions made in another state. — This section does not
apply to a loan transaction validly made m another state m
compliance with a similar loan law of that state. However, a
lender may not collect an amount that is more than the total
amount that would be permitted if this subtitle were applicable.
This section applies to all loans made by a lender domiciled in
another state to a borrower who is a resident of this State if the
application for the loan originated in this State.

15. Pursuan;c to CL § 12-315, the provisioﬁs of Title 12, Subtitle 3 “shall be
interpreted and construed to effectuate its general remedial purpbse.”

16.  FI § 11-214 discusses the Commissioner’s investigatory powers under the
MCLL, providing as follows:

(a)  Persons subject to investigation.- To discover any
violations of the Maryland Consumer Loan Law, the



Commissioner, at any time and as often as the Comrmnissioner
considers appropriate, may investigate the Joans made by and
the business of:

(1) Any licensee; or

(2) Any other person who makes a loan or on whose behalf a
loan is made, whether or not that person:

(i) Acts or claims to act as a principal, agent, or broker; or

(ii) Acts or claims to act under the Maryland Consumer Loan
Law. :

(b} Access; examination under oath.- For the purposes of this
section, the Commissioner:

(1) Shall be given access to any books, papers, records, safes,
or vaults of the person under investigation; and

(2) May examine under cath any person whose testimony the
Commissioner reguires.

17. Pursuant to Maryland’s Consumer Credit Reporting Agencies Law (“CCRAL,”
at CL § 14-1201 er seq.), the Commissioner is responsible for enforcing laws regulating
consumer credit reporting. Notably, CL §§ 14-1217 and 14-1218 provide that the
Comumissioner has authority to conduct investigations, hold hearings, issue orders, promulgate
regulations, and otherwise enforce the provisions of the CCRAL as well as other laws
regulating consumer credit reporting.

18, Pursuant to CL § 14-1213, a “person who furnishes information to a consumer
reporting agency” is required, within 30 days of discovering that they are not in compliance
with consumer credit reporting iaws, to notify the consumer of the failure to comply and to
make “whatever adjustments are necessary to correct the noncompliance.”

19. The Fair Credit Reporting Act (“FCRA,” 15 U.S.C. § 1681 et seq.} imposes
specific responsibilities on persons who fumnish information to consumer reporting agencies
(“CRAs™) at § 623 [15U.S.C. § 1681s-2]. This includes a general duty to report information

. accurately to CRAs (8§ 623(a)(1)), as well as the duty to correct and update information

previously reported (§ 623(a)(2)). In particular, § 623(a)(2) requires a person that “has



fumished to a consumer reporting agency information that the person determines is not
complete or accurate" to "promptly notify the consumer repor’ziﬁg agency of that
determination" and provide any information needed to make it complete and accurate.

20. Respondent is a Delaware limited liability company that advertises its lending

services on the internet at www.EastSideLenders.com, including to residents of Maryland,

where it specifically offers to provide “payday loans.” The State of Delaware’s Banking
Department lists the address for East Side Lenders as 314 Main Street, Suite 304, Newark,
Delaware 19711, Respondent’s web site, as well as some of its consumer contracts, list
Respondent’s business address as 2711 Centerville Road, Suite 120-5900, Wilmington,
Delaware 19808, (although this is also the business address for Corporate Agents, Inc., a
resident agent corporation). Respondent East Side Lenders also uses a call center named

Centrinex (www.centrinex.com), which provides marketing and intake services. The address

for Centrinex 18 9218 Metcaif Avenue, Suite 112, Overland Park, Kansas 66212. East Side
Lendefs is not registered with the Maryland Depa:t_ment of Assessments and Taxation.

21.  On or about March 28, 2008, OCFR received a complaint related to a
consumer “payday” loan agreement which Respondent had entered info with a Maryland
resident, R (‘Consumer A”). Consumer A applied for this loan from the
Respondent, on or about March 15, 2008, by completing and submitting an on-line Joan
application while Consumer A was located i Maryiand. Thus the application for this
consumer loan origiﬁatsd n Maryland.

22. The written agreement between Respondent and Consumer A included, among

other things, the following terms and provisions:



(a).  The loan documents were titled as “Loan Agreement and Promissory
Note,” and reflected an origination date of March 15, 2008. This written agreeznent mndicated
that.Respondeni would provide a $300 loan to Consumer A (with an apparent Disbursement
Date, derived from the other terms of the agreement, of approximately March 17, 2008), in
exchange for which Consumer A was required to repay the principal amount plus a $90
finance charge, for a total payment of $390, by the “Payment Date” of March 28, 2008
(approximately 11 days after Consumer A received her loan). This constituted an annual
interest rate of 995.45 % — a percentage which was provided in the written agreement as the
“ Armual Percentage Rate” (hereinafter “APR”), and which term was described as, “[t]he cost
of your credit as a yearly r_ate.”

(b).  Additionally, the agreement stated that Consumer A had the opticﬁ of
refinancing the loan by paying ounly the $90 finance charge by the Payment Date (March 28,
2008), and of then incurring a new finance charge of $90, to be paid 14 days after the original
Payment Date, along with the principal balance of the loan. [Although not stated, such a
refimanced loan would have had an annual interest rate of 782 %]. The agreement further
indicated that Consumer A could refinance her loan a total of 4 times without having to pay
down the principal Loan amount.

{¢).  Respondent was entitled to collect a $30 “returned item charge” if
Consumer A’s payment by check or ACH (Electronic Funds Transfer) Authorization was
returned for any reason.

73, OCFR received similar complaints from fourteen (14) other Maryland

residents who had obtained payday loans from Respondent (Consumers B-O, below).



a. All of these Maryland consumers had applied for their loans from
Respondent by completing and submitting on-line loan applications while these consumers
were located in Maryland (and thus the loans originated in Maryland), and they entered into
agreements with Respondent containing Very' similar terms as those in Consumer A’s
agreement with Respondent.

b. Although there are sligh“[ variations in language, Respondent essentially
treated all of these agreements the same. For example, Respondent indicated in some loan
documents that the original loan could be “refinanced” a total of four (4) times without paying
any of the principal balance of the loan, while in other documents Respondent stated that the
loan could be “extended” a total of four (4) times without paying down the principal balance
(and after each extension, a new due date and loan fee would be assigned). However, while
each “refinanced” loan technicaily should have resulted in a new loan, Respondent reated
“refinanced” and “extended” loans the same — as if there was only a single loan agreement
that was being extended.

24, Pursuant to its agreement with JEENSSNRSIIEERN (Consumer B7),
Respondent provided a $600 loan to Consumer B on or about June 1, 2010, in exchange for
which Consumer B was required to repay the principal amount plus a $180 finance charge
(termed a “service‘fee”), for a total payment of $780, by June 15, 2010 (approximately 14
days after Consumer B received her Joan). This constituted an annual interest rate of
approximately 782 %. Consumer B had alternative options of paying only the finance charge
by the Payment Date, upon which a new due date and finance charge would then be assigned,
or of paying the full finance charge plus a portion of the principal amount of the loan by the

Payment Date. Consumer B paid her loan in full prior to the due date.

10



25.  Pursuant to its agreement with TNEEEIEIEGEGEINGEGEEE (“Consumer C7),

Respondent provided a $500 loan to Consumer C on or about February 1, 2010, in exchange
for which Consumer C was required to repay the principal amount plus a $150 finance charge
(termed a “service fee”), for a total payment of $650, by February 12, 2010 (approximately 11
days after Consumer C received her loan). This constituted an annual interest rate of
approxiﬁmt’ely 995 %. Consumer C had altemative options of paying only the finance cﬁarge
by the Payment Date, upon which a new due date and finance charge would then be agsigned,
or of paying the full finance charge plus a portion of the principal amount of the loan by the
Payment Date. Consumer C entered into muiﬁple extensions on this loan over the subsequent
months, and has paid over $970 total on this loan to date.

26.  Pursuant to its agreement with—(“ansumer D), Respondent
provided a $700 loan to Consumer D on or about January 21, 2010, in exéhange for which
Consumer D was required to repay the principal amount plus a $210 finance charge (termed a
“15&11 fee™), for a total payment of $910, by the original Payment Date of February 5, 2010
(approximatéiy 15 days after Consumer D received her loan). This constituted an annuél
interest rate of approximéﬁe}y 730 %e. Conéumer D had alternative options of paying only the
finance charge by the original Payment date, upon which a new due date and finance charge
would then be assigned, o.r of paymng the full finance c}?arge plus a portion of the principal
amount of the loan by the Payment Date. Consumer D entered into multiple extensions on
this loan over the subsequent months, and has paid approximately $1,063.33 total on this loan
to date.

27. - Pursuant to its agreement with A Consumer E7), Respondent

provided an $800 loan to Consumer E on or about October 26, 2009, in exchange for which

11



Consumer E @as required to repay the principal amount plus a $240 finance charge (termed a
“service fee”), for a total payment of $1,040, by November 2, 2009 (approximately 7 days
after Consumer B received her loan). This constitufed an annual interest rate of
approximate‘ty 1,564 %. Consumer E had alternative options of paying only the finance
charge by the Payment Date, upon which a new due date and finance charge would then be
assigned, or of paying the full finance charge plus a portion of the principal amount of the
loan by the Payment Date. Consumer E entered into multiple extensions on this loan over the
subsequent months, and has paid over $2,250 total on this loan to date.

28.  Pursuant to its agreement with -“Consumer F), Respondent
provided a $600 loan to Consumer F on approximately November 14, 2008, mn exchange for
which Consumer F was required to repay the principal amount plus a $180 finance cﬁh,arge, for
2 total payment of $780, by the Payment Date of November 28, 2008 (approximately 14 days
after Consumer F received her loan). This constituted an annual interest rate of approximaiely
782 %. Consumer F had alternative options of paying ounly the finance charge by the origmal
Payment Date, upon which a new due date and finance charge would then be assigned, or of
paying the full finance charge plus a portion of the principal amount of the loan by the
Payment Date. Consumer F has paid over $1,337.50 total on this loan fo date, of which
$517.50 involved unauthorized ACH withdrawals from 'Consumer F’s bank account by the
Respondent after Consumer F had already worked out other payment arrangements with
Respondent.

29.  Pursuant to its agreement with JSNEMEEEE Consumer G”), Respondent
provided a $500 loan to Consumer G on or about January 7, 2010, in exchange for which

Consumer G was required to repay the principal amount plus a $150 finance charge, for a



total payment of $650, by the Payment Date of January 15, 2010 (approximately & days after
Consumer G received her loan). This constituted an annual interest rate of approxﬁnately
1368.75 %. Consuﬁmer G had the alternative options of refinancing the loan by paying énly
the $150 finapce charge by the original Payment Date, and of then incurring a new finance
charge of §150, to be paid 14 days after the originai Payment Date along with the principal
émount of the loan, or of paying the full finance charge plus a portion of the principal amount
of the loan by the Payment Date, Consumer G has paid over §700 on this loan to date.

30. Pursuant to its agreement with — {“Consumer -H’"), Respondent
provided a $1,000 1oa1i to Consumer H on or about July 27, 2009, in exchange for which
Consumer H was required to repay the principal amount plus a §300 finance charge (termed a
“service fee”), for a total payment of $1,300, by the Payment Date of August 14, 2009
(approximately 18 days after Consumer H recciveci her loan). This constituted an annual
interest rate of approximately 608 %. Consumer H had an alternative option of paying only
the service fee by August 14, 2009, upon which a new due date and service fee would then be
assigned. Consumer H selected this second option, paid $300 on August 14, 2009, and was
then required to repay the principal amount of $1,000 plus a second 3300 finance charge
(“service fee™), with a payment of $1,300 due by September 1, 2009 (approximately 18 days
after Consumer H received the extension on her loan). Thus on the unpaid principal balance
of the loan, Respondént charged Consumer H an annual mterest rate of approximately 608 %.

31.  Pursuant to its agreements with (EEE(Consumer VI”), Respondent
provided a $300 loan to Consumer [ on or about Novermber 12, 2008, in exchange for which
Consumer I was required to repay the principal amount plus a §90 finance charge (termed a

“service fee”), for' a total payment of $390, by November 28, 2008 (approximately 16 days



after Consumer I received his loan). This constituted an annual interest rate of approximately
684 %.

32. Pursuant to its agreement with —(“Consumer ), Respondent
provided a $300 joan to Consumer J on or about April 29, 2009, in exchange for which
‘Consumer J was required to repay the principal amount plus a $90 finance charge (termed a
“sérvice fee”), for a total payment of $390, by the Payment Date of May 8, 2005
(approximately 9 days after Cons&ﬁer J received her loan). This constituted an annual
interest rate of approximately 1216.67 %. Consumer T had altemative options of paying only
the finance charge by the original Payment Date, upon which a new due date and finance
charge would then be assigned, or of paying the full finance charge plus a portion of the
princépai amount of the loan by the Payment Date. Consumer J selected this third option, paid
$140 on May 8, 2009 ($90 as finance charge, $50 towards principal), and was then required to
repay the remaining principal balance of $250, plus a $75 finance charge, with a payment of
$325 due by May 22, 2009 (approximately 15 days after Consumer J received the extension
on her loan). Thus on the unpaid principal balance of the loan, Respondent charged
Consumer J an annual interest rate of approximately 730 %.

33:  Pursuant to its agreement with -“Consumer K}, Respondent
provided a $1,000 loan to Consumer K on or about April 1, 2009, in exchange for which
Consumer K was required to repay the principal amount plus a $250 finance charge (terméd a
“service fee”), for a total payment of $1,250, by April 17, 2009 (approximately 16 days after
Consumer K received her loan). This constituted an annual interest rate of approximately
570%. Consumer K had alternative options of paying only the finance charge by the Payment

Date, upon which a new due date and finance charge would then be assigned, or of paying the

14



full finance charge plus a portion of the principal amount of the loan by the Payment Date.
Consumer K entered into multiple extensions on this loan over the subsequent months, and
had paid approximately $2,046 on the loan by the end of July 2009.

34, Pursuant to its agreement with R Consumer L),
Respondent provided a $700 loan to Consumer L on or about December 17, 2009, in
exchange for which Consumer L was required to repay the principal amount plus a $210
fimance chaf;ge‘ (termed a “service fee”), for a total payment of $910, by the Payment Due
Date of December 31, 2009 (approximately 14 days after Consumer L received his loan).
This constituted an annual interest rate of approximately 782 %.

35.  Pursuant to its agreement with -“Consumer M), Respondent
provided a $500 loan to Consumer M on or about May 24, 2010, in exchange for which
Consumer M was required to repay the principal amount plus 2 $150 finance charge, for a
;cota.i payment of $650, by June 10, 2010 (approximately 17 days after Consumer M received
her Toan). This constituted an annual interest rate of approximately 644 %. |

36,  Respondent entered into multiple agreements with T EEGGNGGEE—_
(“Consumer N”):

(2). Respondent provided a $300 Joan to Comsumer N on or about
Decembér 10, 2007, in exchange for which Consumer N was required to repay the principal
amount plus a §90 finance charge, for'.a total payment of $390, by the Payment Date of
approximately December 24, 2007 (approximately 14 days after Consumer N receivedh her
loan). This constituted an annual interest rate of approximately 782 %. Consumer N has paid

over $660 total on this loan to date.



(b).  Respondent provided a $200 loan to Consumer N on or about Jamuary
31, 2008, in exchange for which Consumer N was required to repay the principal amount plus
a $60 finance charge, for a total payment of 3260, by the Payment Date of approximately
February 14, 2008 (approximately 14 days after Consumer N received her loan). This
constituted an annual fnterest rate of approximately 782 %. Consumer N has paid over §575

| total on this loan to date. |

{(c).  Respondent provided a $200 loan to Consumer N on or about June 17,
2008, in exchange for which Consumer N was required to repay the principal amount plus a
$50 finance charge, for a total payment of $250, by the Payment Date of approximately June
30, 2008 (approximately 13 days after Consumer N received her loan). This constituted an
annual interest raie of approximately 702 %. Consumer N bas paid over $503 total on this
lozn to date.

(d). Respondentprovided a $300 loan to Consumer N on or'about October
28, 2008, in exchange for which Consumer N was required to repay the principal amount plus
a .$90 finance charge, for a total payment of $390, by the Payment Date of approximately
November 11, 2008 (approximately 14 days after Consumer N received her loan). This
constituted an annual %(nterest rate of approximately 782 %. Consumer N has paid over §750
total on this loan to date,

(e).  Respondent pmvideé a $400 1oan to Consumer N on or about April 6,
2009, in exchangé for which Consumer N was required to repay the principal amount plus a
$100 finance charge, for a total payment of $500, by the Payment Date of approximately
November 11, 2008 (approximately 14 days after Consumer N received her loan). This

constituted an annual interest rate of approximately 752 %,
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37. Pursuant o its agreement with “Consumer &), Respondent
provided a $500 loan to Consumer O on or about July 21, 2009, in exchange for which
Consumer O was required to repay the principal amount plus a $150 ﬁnaﬁce charge {termed a
“service fee™), for a total payment of $650, by August 6, 2009 (approximately 16 days atier
Consumer O received his loan). This constituted an annual interest rate of approximately
634%. Consumer O had alternative options of paying only the finance charge by the original
Payment Date, upon which 2 new due date and finance charge would then be assigned, or of
paying the full finance charge plus a portion of the principal amount of the loan by the
Payment Date. Consumer O has paid over $790 total on this loan to date. |

38.  Respondent’s transactions with Consumers A-O constituted “loans™ under CL
§ 12-301(e), and thus the Respondent and all of its consumer loans to Maryland consumers
are subject to the MCLL, which the Commissioner_ is charged with enforcing.

39. Respondent is not licensed by the State of Maryland to make consumer loans,
nor is it exémp‘c from licensing under the MCLL. As such, Respondent’s unlicensed
consumer lending activities in Maryland violate the licensing provistons of the MCLL cited
above, including F1 § 11-204 and CL § 12-302.

40, The loans which Respondent made to Consumers A-O involved usurious rates
of interest, far in excess of the 24% or 33% annual interest rates permitted for these
transactions uﬁder CL § 12:306(a)(6). As such, Respondent violated numerous provisions of
the MCLL, inciuding, but not limited to, CL §§ 12-306(a)-(d), 12-313(a), 12~3}4(a), 12-
314(b)(1), 12-314(b)(2), 12-314(c).

41. Pursuant to CL § 12-314(b){1), as Respondent’s loans to Coﬁsumers ‘A—O and

to all other unnamed Marylarid consumers contain a “rate of interest, charge, discount or other
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consideration greater than that authorized by the laws of this State,” Respondent’s loans to all
Maryland consumers are illegal and unenforceablef Further, pursuant to CL § 12-314(b)(2),
Respondent (who is neither licensed nor exempt from licensing), “may not receive or retain
any principal, interest, or other compensation with respect to any loan that 18 unenforceablev
‘under this subsection.” It follows that, not only are Respondent’s loans to all Maryland
consumers unenforceable, but Respondent is prohibited from collecting the principal amount
of its Joans from aﬁy of these consumers or from collecting any other money related to those
loans (thus these loans are “uncollectible”).

42.  Respondent’s written agreements with Maryland consu-mers violate various
other provisions of the MCLL. For example, Respondent’s written agreements do not include
the statements and disclosures required under CL § 12-308(aj, and Respondenf does not
provide Maryland consumers with receipts for payments as requi.wd under CL § 12-308(b).
Further, Respondent’s written agreements authorize Respondent to collect fees in excess of
that allowed by law, such as stating that Respondent is entitled to collect a §30 fee for
returned checks, which violates CL § 12-307(b) (permitting a maximum fee of $15 for a
check which is “dishonored on the second presentment”).

43, Additionally, as Respondent’s loans to Maryland consumers are all illegal,
unenforceable, and uncollectible, adverse or negative infonnation pertaining to these loans
should not be reflected on the credit reports of Maryland consumers for any'reason, including
but not limited to for reasons of nonpayment or default. ' Thus, pursuant to Respondent’s
duties under both CL § 14-1213 of the CCRAL and'§ 623(a)(1) of the FCRA, Respondent is
"prohibited from submitting any negative information concerming its loan transactions

invoiving Maryland consumers to CRAs, whether reported directly or through third pasty
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collection agencies. Further, pursuant to Respondent’s duties under both CL § 14-1213 of the
CCRAL and § 623(3)(2) of the FCRA to correct and update information previously submitted
to CRAsS, Resbondent is required to take corrective action to rectify its noncompliance with
the credit reporting laws, including 1}0tifying the effected Maryland consumers of ifs
noncompliance, as well as removing from the credit reports of effected Maryland consumers
all adverse or negative information which Respondent or third party collection agencies acting
on Respondent’s behalf may‘ have submitted to CRAs concerning the loan &ansactions that
Respondent had entered into with these Maryland consumers.

44,  Based on the foregoing facts, it has been determined that Respondent engaged
in the business of making consumer loans to Maryland residents without being licensed as
required by Maryland law, that Respondent has charged and received interest on the
aforementioned loans in excess of the amount permitted by Maryland law, and that
Respondent has violated multiple other provisions of State and federal laws, including the
Maryland Consﬁmer Loan Law, the Consumer Credit Reporting Agéncies iaw, and the

federal Fair Credit Reporting Act, all to the detriment of Maryland consumers.

WHEREFORE, having determined that immediaté action is in tﬁe public interest, and
puirsuant to the aforementioned provisions of the Annotated Code of Maryland, it is, by the
Commissioner of Financial Regulation, HEREBY

OEDERED that Respondent shall immediately CEASE AND DESIST from making
unlicensed consumer, instaliment, or any other loans to Maryland conéumers; 1t 1s further

ORDERED that Réspondént shall immediately CEASE AND DESIST from
collecting or attempting to collect on any 1oaps previously made to Maryiand consumers; and

it is further
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ORDERED that Respondent shall immediately CEASE AND DESIST from referring
any loan accounts mvolving Maryland consumers to third party collection agencies; and it is
fuxfher

ORDERED that Respondent shall immediately CEASE AND DESIST from reporting
any negative or adverse information to‘ credit reporting agencies concerning any loan
transactions which Respondent entered into with Maryland consumers; and it is further

ORDERED that Respondent shall take affirmative action to prevent any third party
collection agencies, to which Respondent previously referred loan accounts involving
Maryland coﬁsumcrs, from repo'fting any negative or adverse information to credit reporting
agencies concerning such accounts; and it is further

ORDERED that Respondent shall immediate}y CEASE AND DESIST from violating
the aforementioned statutory provisions of Maryland law, and that Respondent should be
assessed statutory monetary penalties and ordered to provide restitution for such violations, in

‘addition to any other sanctioms or actions against Respondent permitted by law; and it'is
further

ORDERED that all provisions of this Summgry Order to Cease and Desist and Order
to Produce, including all Orders and Noticesl set forth herein, also apply to all unnamed
owners, partners, members, officers, and agents of the Respondent business entity named
above; and it is furthér

ORDERED that the Resident Agent for the Respondent business entity namea above
shall pmﬁde a copy of this Summary Order to Cease and Desist and Order to Produce to all
unnamed owners, partners, members, officers, and agents of that Respondent business entity;

and it 1s further
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'ORDERED that, pursuant to the Commissioner’s anthority under FI §§ 2-114 and 11-
214 and under CL §§ 14-1217 and 14-1218, Respondent shall provide to the Office of the
Commissioner within 15 days of the receipt ofA this Summary Order to Cease and Desist and
Order to Produce a detailed list of all loan agreements Whi'ch Respondent has entered into
with Maryland consumers since Japuary 1, 2006, including all of the following information

for each loan transaction:

* the name of the consumer;

e  the consumer’s phone number(s), home address, and e-mail address;
¢ the date that the agreement with Respondent was formed;

e« the original principal amount of the loan;

® the fees or interest payments that the consumer was required to make on the
loan; :

» the total annual interest rate on the loan;

= the APR on the loan;

® the date that the funds were originally disbursed to the consumer;
e the date that mitial payment was due on the loan;

® the number of times that the loan was refinanced or extended;

e  for each refinancing or extension of the loan: indicate each new fee or interest
payment that was required, and the dates those payments were due;

+  the payment history for each loan transaction, including the date and amount of
each payment made by the conswmer, and how that money was applied to the
loan balance (i.e. whether it was applied to interest, to principal, to late fees or
other penalties, etc.); .

«  the total amount of money paid by the consumer on the loan, including any
principal, interest, or any other fees that were paid;

® the status of the loan, including the following for each transaction:

~  whether the loan was paid in full, or if still open, whether it is current or
allegedly in default,

~  whether the account was referred to a third party collection agency (if so,
provide the name of the collection agency);

-~ whether the transaction was ever the subject of any arbitration proceedings
(if so, detail the outcome of the arbitration proceeding);
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—~  whether the transaction was ever the subject of any judicial action (if so,
provide the name of all third parties representing the Respondent in the
action, the location the action was filed, the court in which it was filed, the
current status of the case, and if a final judgment has been entered, the
amount of the judgment, any liens that were filed or obtained pursuant to
that judgment, and the total amount of money paid by the consumer to date
pursuant to the action); and

~  whether the debt was sold to another party (if so, provide the name of the
party to whom it was sold);

» indicate whether Respondent or any third party collection agency has ever
submitted any negative or adverse information concerning the loans to any
consumer reporting agency; and

‘e for loans that are allegedly in default: provide the date of default, the amount of
principal, interest, and any other fées that were allegedly owed by the consumer
on the loan at the time of default, and the last payment date;

FURTHERMORE,

RESPONDENT IS HEREBY NOTIFIED that, pursuant to FI §§ 2-115(a) and 11-
215(b), Respondent is entitled to a hearing before the Commissioner to determine whether
this Summary Order to Cease and Desist should be vacated; modified, or entered as a final
Order of the Commissioner; and further,

RESPONDENT IS HEREBY NOTIFIED that, pursuant to FI §§ 2-115(a), 11-
215(b), and .IJ—SXS(C); this Summary Order to Cease and Desist will be entered as a final
Order of the Commissioner if Respondent does not request a hearing within 15 days of the
receipt of thié Summary Order to Cease and Desist; and further,

RESPONDENT IS HEREBY NOTIFIED that, pursuant to SG §§ 9-1607.1 and 10- |
206.1, and in accordance with SG § 10-207(b)(4), business entities are only permitted to
request a hearing, and to appear at such hearing, through an attorney authorized to practice

law in Maryland at the Respondent’s own expense; and further,
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RESPONDENT IS HEREBY NOTIFIED that any and all requests for a hearing in

this matter must conform to the requirements stated above, must be made in the form of a
signed, written request, aﬁd must be submitted to the following address:

Enforcement Unit, Ad;ninistratox’

Office of the Commissioner of Financial Regulation

500 North Calvert Street, Suite 402

Baltimore, Maryland 21202;
a’nd further,

RESPONPENT IS BERERY NOTIFIED that, as Respondent’s loan transactions
with Maryland consumers are all illegal, unenforceable, and uncollectible, all adverse or
negative information which Respondent or third party collection ageﬁcies acting on
Respondent’s behalf previously reported to credit reporting agencies (CRAs) concerning these
16ans was impermissibly and incorrectly reported; and further

RESPONDENT IS HEREBY NOTIFIED that, pursuant fo Respondent’s duties
under both CL § 14-1213 of the CCRAL and § 623(a)(2) of the FCRA, and having received
this written notification of Resﬁondent’s noncompliance - with the relevant credit reporting
laws, Respondent is required to take corrective actions, including notifying the effected
Maryland consumers that Respondent or its agents had impermissibly and incorrectly reported
to CRAs negative or gdverse information concerning the loan transactions which Respondent
had entered into with fhese Maryland consumers, as well as removing from ﬂ;e effected
Maryland consumers’ credit reports all adverse or negaﬁve information which Respondent or
third party collection agencies acting on Respondent’s behalf had previously had submitted to
CRAs concemning Respondent’s loan transactions with these consumers; and fﬁrther,

RESPONDENT IS HEREBY NOTIFIED that, Respondent’s failure to take the

corrective actions specified above within 30 days of receipt of this Summary Order to Cease



and Desist will be considered as a violation of the relevant credit reporting laws, and will
subject Respondent to additional civil fines and penaitieé; and further

RESPONDENT IS HEREBY NOTIFIED that, pursuant to FI § 2-115(b), as a result
of a hearing, or of Respondent’s failure to timely request a hearing in the manner described
above, the Commissioner may, in the Commissioner’s discretion and in addition to taking any
other action authorized by 1§w, enter an Order making this Cease and Desist Order final, issue
a penalty order against Respondent imposing ; civil penalty up to $1,000 for each violation
cited above, up to $5,000 for each subsequent violation, or may take any combination of the
aforementioned actions against Respondent. Additionally, pursvant to CL § v1,2-314(5), the
Commissioner may also enter a ﬁnal order declaring the following: that all consumer loans
made by the Respondent in Maryland or otherwise involving Maryland consumers are ﬂlégal
and unenforceable; and that Respondent “méy not recetve or retain any principal, interest, or
other compensation with respect to {these] loan[s] that [are] unenforceable” As such, the
Commussioner may enter a final order requiring Respondent to provide restitution to
Maryland consumers for all amounts collected on such illegal, unenforceable, and

uncollectible loans to date.

MARYLAND COMMISSIONER. OF
FINANCIAL REGULATION

L L
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Date ' : By:/ AMiar

k Kaufinan
Deputy Commissioner
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